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Houses in the Air 


In recent years the annual conference of 
be Paces ake has not been regarded 
a8 an event o importance either by pol- 
itical observers or eee eeltei- 


system were clearly illustrated at last 
week’s conference at Blackpool. The hardy 
annuals of Imperial Preference and free enter- 
prise performed their function of stimlating 
unity and enthusiasm. On the other hand 
neither the Schuman Plan nor Western European 
Union - two issues on which the rvatives 
in parliament have most strenuously joined 
issue with the Government - were even men- 
tioned. It was only the skilful advocacy of 
a young delegate, Mr J. Gower, that prevented 
the conference from being seized with such 
mass hysteria about Communism as to saddle 
the party with a promise_to conduct a legal 
witch hunt against the nists. World 
opinion, which pays more attention to party 
conferences than to political pamphlets and 
programmes, has been only narrowly prevented 
from conceiving a very false opinion of what 
a Conservative government in office might 
seek to achieve. 

Much the most interesting development at 
Blackpool was the release of a sudden wave of 
pent-up protest which swept aside a carefully 
non-committal resolution on housing policy, 
and forced the party executive to commit it- 
self to build 300,000 houses a year - half as 
mach again as the present Government’s rate 
of building. The resolution was moved as 
the result of a purely demagogic agitation. 

the delegates of a kind to which an un- 
organised gathering such as a Conservative 
conference is particularly susceptible. It 
was quite plain that it was received with the 
greatest reluctance by the more thougitt ful 
leaders of the Conservative party. On a 
cool calculation it is difficult to see how 
it is possible to build an extra 100, 000 
houses a year and still retain the rest of 
the investment programme without seriously 
adding fuel to the flames of inflation. 
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grave men of the Conservative party have al- 


ready shown how embarrassing this new demand : 


is to them. 

But considered in terms of electoral ad- 
vantage, this demand may prove most useful. 
The trend of Conservative thought during its 
five years in opposition has been towards a 
specific policy which it could oppose to the 
specifics of Socialism. It has been borne 
in upon Conservatives that the days have gone 
when it was possible for Tories to pose as 
the party of sound government and sound men, 
and to expect to regain power whenever the 
electorate was tired of a more definite or a 
more expensive programme. Many Conserva- 
tives have come to the conclusion that a bet- 


ter educated nation expects to choose between. 


two equally coherent and specific political 
programmes. 

Here is an opportunity for the Conser- 
vatives. The temper of their conference 
showed how deeply the shortage of houses has 
bitten into the consciousness of the ordinary 
person. The rank and file of the Conserva- 
tives want 300,000 houses built a year. 
What better opportunity could there be for 
the Conservatives to take the wind out of 
their opponents’ sails? It is true that to 
build so many extra houses would involve con- 
siderable cuts in the rest of the investment 
programme. It could only be done -without 
creating further inflation by curtailing 
other forms of building, whether offices, 
schools, power houses or factories. But if 
the nation feels that domestic dwellings are 
more important - and there is no authority 
which can say that they are less important - 
than the provision of electricity, education 
or employment, then the Conservatives have, 
if they are prepared to explain the disadvan- 
tages as well as the advantages of the pro- 
gramme, a positive policy to put before the 
nation. Mr Aneurin Bevan made great pley at 
the Labour party conference last year with 
the phrase, ‘the language of priorities is 
the religion of Socialism’. But, in fact, 
the religion of Labour in office is of prior- 
ity for every kind of capital and social ex- 
penditure. If the Conservatives are really 
prepared: to use the weapon of priorities, 
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they will have forged a formidable weapon 
with which to fight their opponents upon 
their own ground, 

During the last five years, the voices 
of the moderates within the party have com 
to exercise more and more influence. There 
have been many Conservatives who have regard- 
ed the attempts of Mr R.A. Butler to concen- 
trate the party’s fire not upon the principle 
but on the inefficient practices of the wel- 
fare state, as rank heresy. But in the ab- 
sence of a coherent alternative, Mr Butler's 
ideas have prevailed and the result of the 
February election greatly strengthened his 
hand, first, by showing that a policy of md- 
erate Toryism can win votes, and second, by 
bringing into the House of Commons a number 
of new members of his own way of thinking. 


_ The pamphlet on social policy ‘One Nation’ 


recently lished by a group of new members 
clearly s that -intelligent Conservative 
thought is now concentrated the means by 
which the priorities within welfare state 
can be better arranged in order to produce 
more efficient results and make the cost less 
Unless the present government has an un- 
expected run of luck in the forthcoming by- 
elections, or unless it can sutmon up new re- 
serves of energy and pertinacity, it is pro- 
hable that there will be another general ele- 
ction in the spring. |The Conservatives have 
therefore only a few months in which to pre- 
pare anew election programme. It will be 
a tragedy if it is merely a reproduction of 
the pongresne for the last election, that is 
e collection of promises of future benefits 
with little indication of the corresponding 
rearrangements and sacrifices which mst be 
made, From the temper of the three recent 
political soniorsncaty At: is clear that the 
main preoccupation ordinary citizen 1s 
with the danger of war and with the steady 
growth of the cost of living. If the Con- 
servatives are wise, they will not underrate 
the intelligence or courage of the ordinary 
citizen nor his Capacity to learn that in a 
angerous and insecure age it is not possible 
to pursue every desirable form of social 
activity at once. 


Third Front | in Asia 


aaah oaths Mentone eee 
pre - as ave . frequently - 
ted to - that the war in Indo-China i. 
matter of colonial and not of international 
policy. If there lingered any reasonable 
doubts on that score they must have been 
scattered by the grave events of the last 
fortnight. For, at the very moment when a 
eply worried | was beginning to sit 

| the recent triumphs and 
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is on the way to Indo-China to report on the 
situation. Public opinion, so long divided 
by bitter argument and searchings of con- 
science over the rights-and wrongs of la sale 
gerre, has been brought by disaster hard up 
against the fact that Ho Chi-minh and his 
partisans are cast for a major role in the 
plot: of the cold war. He is no longer just 
the leader of nationalist resistance against 
shat Mr Nehru would call effete colonialism, 
a personality attractive to the European left 
and even - not so long ago - to the Ameri- 
cans. His role now is a military one: to 
maintain a third front in the cold war by pin- 
ning down in a crucial area of Asia men 
and material needed for the defence of west- 
em Europe. How successful he has already 
been is seldom grasped outside France. Here 
on China’s southern frontier, 8000 miles from 
home, are engaged 150,000 troops, the cadres 
of NCOs and technicians around which the new 
French army in Europe of 20 divisions should 
be forming. The budget for the campaign of 
1951 is almost half of the cost of home de- 
fence - that is to say, of France’s contribu- 
tion to the Atlantic Pact. 

Even at this high cost the French effort 
has always fallen short of complete success 
ad pacification; now even the limited gains 
of the past are in danger. Fresh American 
aid in arms and supplies is expected and re- 
inforcements are on their way from North 
Africa; but it may be that the Chinese can 
now keep up along the newly built frontier 
roads a flow of aid to*Ho Chi-minh’s army, 
which will keep the odds heavy against the 
French. In short, it is. impossible to see 
any end to war in Indo-China unless more 
strength can be marshalled there against the 

ists than France can afford to send. 
alternative is either a qensiol or a com- 
plete French withdrawal, solutions. not only 
wthinkable but impracticable in the present 
situation. In such a plight France has 
every right to turn to its allies for help. 

Sentiment and solidarity apart, what 
exactly are the stakes in this corner of 
aa met is wens in Indo-China that can 

ify this ste rain.on French strength 
ad American aid? There is first the strat- 
reic situation: if they could control Indo- 

’ st armies would be on the march 
towards the main sources of the west’s rubber 
ad tin and Asia’s rice. Through the ad- 
Jouning states lies the way not only to India 
and Malaya but to enlisting the Chinese mi- 
nerities throughout south-east Asia on the 
aide of the Communists. If there is any- 
“ere in that. region a line where containment 
biscem ‘interest - holding it re 

ry. Se » there is infant 
= of Viet Nam, on the way to almost con- 


sete independence: in the French Union, as- 
Piring to ec one of: the successful new re- 
Bimes of Asia... Is this too. to be overrun in 


the name of liberati ivi ; 
tion and civil war? If it 
= then. enagenexcussions will be felt 
: cee white. is. Same is age 
On nd not be. clearer. a 
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Mr Bevin have said as much, but with an air 
more of condolence than conviction. There 
has seemed to be in Washington and London a 
lukewarmness towards the appeals from Paris 
which probably is due to misgivings about the 

Dai regime - which they have recognised - 
and the French handling of it. Moreover, 
American policy in Asia has been going 
through a period of uncertainty that has 

pered any concerted action with British 
policy, which persists in believing that the 
Chinese Government can be wooed and won away 
from solidarity with Moscow. With the Amer- 
ican elections approaching, and with Presi- 
dent Truman and eeet MacArthur apparently 
now in rough agreement, the time may be close 
when some order can be introduced into the 
present confusion of western policy towards 
Asia. If so, it is time for the French to 
make up their minds just what they expect of 
a collective approach to their problem in 
Indo-China. 

One thing is certain; if there is to be 
collective action by the Big Three, there 
will have to be a joint policy. at is a 
fact that the French have so far been loth to 
face, largely because of their fear that what 

in Indo-Qhina will set precedents for 
North Africa and other spheres of interest 
oversea. But the first need is to stop the 
present military threat, and to make it clear 
- as France alone cannot - to Ho Chi-minh 
and his Chinese backers that there mist be no 
repetition of Korea. With guerrilla oper- 
ations turning into full-scale warfare, this 
may be the moment for the French - or one of 
their allies - to bring the threat to peace 
in Indo-China before the General Assembly of 
the United Nations. Such an appeal means 
far more now, after Korea, than it has meant 
in the past. It would be a warning that the 
Communists could not disregard. It offers 
the prospect of a fair and full presentation 
of the case for Viet Nam and for French pol- 
icy, the declared object of which is to give 
the country virtual independence. It would 
focus the world’s attention on the dilemma 
that has been created there. For, so long 
as the partisans of Ho Chi-minh threaten the 
security of Vietnam, so long mst it be pro- 
tected by foreign power in some form or 
another; and so long as that power comes 
from France, and from France alone, so lon 
will the government,of Bao-Dai be regarde 
with distrust in all Asian capitals. 

pros and cons of referring a problem 
to the United Nations depend on calculations 
of certain and marginal votes, and on a know- 
ledge of procedure and powers, that are 
beyond the layman’s competence. If care ful 
consideration of such a course shows that the 
risks outweigh the advantages, that there is 
nothing practical that the General Assembly 
could do, then it is for the Big Three to 
find other means by which collective power 
can be brought to bear in this vital area. 
Qne of the lessons of Korea is that mlitary 
action against an aggressor needs the support 
of clearly conceived and firm political 
action. It is that ubove all which has been 
lacking in Indo-China, which is strategically 
fer more important to the West than Korea. 
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Aggression and the Veto 


The current debate in the United Nations 
Assembly is making it clear that Mr Acheson 
earned the sympathy of large parts of an ex- 
asperated world when he produced his ‘United 
Action for Peace’ plan. Its purpose is to 
by-pass the veto when the veto is used to 
prevent action to stop an aggressor. At the 
time of writing it is being redrafted to meet 
amendments from all over the world, few of 
which, however, seem to amend its substance. 
It is also the subject of a wordy difference 
between the lawyers of east and west as to 
whether it does or does not amend the Charter 
by the back door. Mr Vyshinsky, arguing 
ably but on the defensive, is fighting to de- 
feat it by proposals to use old apparatus 
afresh; but he has so far shown no indica- 
tion of readiness to use this in a new way. 

Amidst a welter of legal technicalities 
two main facts about the Peace Plan should 
be kept in mind. The first is that it is 
not a substitute for the veto. This, as 
originally conceived by several great powers 
besides the Soviet Union, was designed to 
give any one of the Big Five state members 
the right to say that it was not automatical- 
ly prepared to act in fulfilment of the Sec- 
urity Council’s compulsory power3. It ‘is 
wilful misconception of this sensible purpose 
that has transformed it from a contracting- 
out system into a system for preventing any 
action whatsoever. 

The second fact is that the ‘United 
Action’ plan does not and cannot transfer the 
Security Council’s powers of compulsion to a 
two-thirds majority of the Assembly. The 

ly can only » and mst rely on 
a powerful consensus of national opinions to 
execute its recommendations. Presumably, 
if these are widely viewed as un-enforceable 
(as they were in the case of its recommenda- 
tion to internationalise Jerusalem), they 
will simply be left in abeyance. A ‘vote 
for the Acheson plan, with its dependence 
(whenever the Security Council has reached an 
impasse) upon a two-thirds majoritywhich may 
consist entirely of small states, theretore 
exposes the Assembly to the risk of an in- 
dignity - to that of voting impotently for 
some worthy plan that cannot be executed. 
But in the i to which the Russians have 
reduced the urity Council, it offers the 
optimum chance of widespread cooperation to 
stop an aggressor. Its best point is that 


it provides a loophole for the exercise of 
common sense. 


Tito Faces Famine 


. Marshall Tito’s problems have been inéreas- 
ing for some time. The attempt tocarry out 


ih 
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the gradiose plan of industrialisation with 
insufficient manpower and inadequate machine- 
ry was bound to run into difficulties; and 
Cominform hostility has forced him to divert 
much of his scanty wealth to rearming. Large- 
ly owing to his unwillingness to accept the 
foreign advice and inspection which are the 
normal conditions of loans from abroad, he 
has obtained less than $80 million in foreign 
loans. Yet, according to Jugoslav estimates, 
$300 million is required for economic and 
defence needs alone. Now the drought, which 
has reduced the harvest to about half of last 
year’s, may come near to being the straw that 
breaks the camel’s back. 

The Jugoslav government is doing what 
it can. It has banned the export of maize 
and cut the compulsory purchase of maize 
from the peasants; it has also decreed the 
abolition of the special privileges for Gov- 
ernment and party officials which have creat- 
ed so mich resentment among ordinary people. 
But only the import of about $50 million 
worth of grain will suffice to avert a famine. 
And this cannot be bought without a dollar 
loan or grant-in-aid. Tentative talks on the 
matter have been going on for some weeks in 
Washington. Now Marshall Tito, who has show 
an understandable reluctance to compromise 
himself with his own vr ist erpperaées by 
too o dependence on west, at las 
decided : to apply to the United States for aid 
openly and in writing. He must realise that 
his aera asset has eee ea. is ” 
1 support of most o av people. 
It has survived tremendous material hardship 
but might well give way under the strain of 
actual starvation. From a failure to give 

rompt and adequate help to Tito only the 
inform will benefit. 


Problems of the Thaw 


‘Restraint’ in wage claims is over. It 
has now been more than rejected by a narrow 
majority of the Trades Union Congress; a 
stoutest practiser hes abandoned it. ™r- 
Deakin’s great Transport and General — 
Union ‘decided’ last week to take up officially 
the demands for higher pay that have been 

yitating two of its main constituent eroupe 
he doce and tite bus workers. gn the 
details are not yet settled, the promise 35 
of ‘substantial’ claims. am as one 
of the few union leaders who has tried to 2p" 
ply in his own union’s policy what he paneer 
ed in discussions with Ministers. When t . 
T and GW turns to claim higher wages a 
long-heralde 


hi 
aoe aa be far behind. The 
| T wages is coming. 
| The thew may still be gradual. What 
has ended is union restraint in making arg ve 
‘That’ was ‘never the most effective part 07 « 
wages policy, ‘The'tiain practical expres?! 
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of restraint was the unions’ acceptance of 
the long delays, and smal] results, which the 
processes of negotiation and arbitration Inve 
secured since 1948. The engineering unions 
last week rejected the employers’ offer (af- 
ter previous refusals) of as much as lls a 
week for skilled workers. e barriers to 
wage advances are still unlikely to be swept 
avay so completely that an immediate large 
inflation of British wage costs must follow. 
Put, with some barriers still standing, the 
thaw is likely to create dangerous oddities 
in the s structure. The coal industry's 
National Reference ribunal decided last week 
that the Coal Board could afford to pay out 
$3,500,000 a year more in wages, but it left 
the miners’ union and the Board to work out 
how this should be done. In its financial 
effect this new departure in wage awards is 
very like the usual compromise of arbitra- 
tion - less than a third of what the union 
asked and 50 per cent more than the employer 
offered. But in dodging the difficult part 
of the award - the decision on which miners 
should get what - the Tribunal has created a 
disturbing precedent. The £3,500,000 seems 
to have been chosen as the estimated surplus 
the Coal Board may earn after paying off its 
remaining losses from 1947 Will a nationa- 
lised- industry that reduces costs ever be al- 
lowed to use the resulting surplus either to 
cut its prices or to plough back savings for 
investment? 


Trouble at the BBC 


Recent events must have convinced the 
BBC that it never rains but it pours. Of 
the ‘Party Manners’ controversy, which Mr 
Clement Davies has announced his deter- 
mination to keep alive, one can say two 
things. Firstly, Lord Simon’s apologia for 
his ban - viz: that BBC impartiality should 
hot extend to any matter bringing democracy 
itself into disrepute - would have carried 
more weight had the ban been imposed in the 
first instance instead of following, however 
coincidentally, on the assault upon the play 
of the organ of Lord Simon’s party. Any sus- 
ficion of censorship on political grounds 
ces infinitely more harm than a little 
. ly, the Postmaster General’s 
refusal to hold an enquiry, on the grounds of 
- undesirability of Parliamentary inter- 
erence with day-to-day programme-bui lding, 
a, misses the point, which is to estab- 
ish whether or not’ there was any interfer- 
ence by a political party in the day-to-day 
Nistration of th aS 
bas The resignation of Mr Norman Collins 
aan afresh the uneasy question of the 
on between and visual broad- 
‘i rh both techniques been invented 
a taneously that question would hardly 
” ee Since there would surely have 
t one service from the start, using 
pound and sight inthe proportions required 
Dject matter. Division of author- 
g to matter transmitted - drama, 
‘word- has a sounder logical 
Y division according to the 
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technique employed - visual or aural - which 
inevitably gives the technique mastery over 
the content of the programmes, as if printers 
Should decide what was printed. The more 
experimental nature of television does indeed 
call for a chief of exceptional calibre with 
considerable scope for initiative; but this 
is a very different matter from elevating 
television to virtual independence and parity 
of status with the parent Corporation, - 
which must, in any case, heavily subsidise it. 


ECA speaks out 


America’s generous and vital grants of 
dollar aid since the war give it every right 
to pass judgment on other countries if they 
do not make satisfactory use of that aid. In 
both Athens and Rome, however, there has 
lately been a good deal of dismay at American 
criticism directed at domestic policy. While 
the Greeks have suffered the most - their 
total BCA aid has been reduced from $267 
million last year to $207 million in 1950-51 
- in Italy some reported remarks of Mr Leo 
Dayton, head of the ECA Italy mission, re- 
cently caused a political explosion. 

The ECA mission in Greece was more care- 
ful, in that it placed the blame squarely on 
all the major political parties, and only 
after very lengthy discussions in private. It 
condemned. the Greeks for their inadequate 
investment programme, This, it felt, was 
partly due to political instability, as a re- 
sult of which the Greek government had not 
carried out several measures repeatedly re- 
commended by ECA. These include reorganis- 
ing the civil service, increasing and enfor- 
cing direct taxation, controlling investment 
to avoid luxury and unproductive projects, 
and promoting foreign exchange earnings. 

In the ‘Dayton affair’, as it has become 
known in Italy, the ECA-mission condemned the 
deflationary policy pursued by Signor Pella, 
Christian Democrat Minister of the Treasury, 
as excessive. Mr Dayton has since partly 
withdrawn his statement by a letter to Signor 
De Gasperi, the Prime Minister. But it is 
known that his view was substantially shared 
not only by Republican and Socialist minis- 
ters in the Italian cabinet, but by Mr Foster 
the new head of ECA in Washington, if not by 
the American government as well. In Greece 
American criticism was certainly justified. 
In Italy there is more to be said for caution 
after a 5000 per cent inflation in a decade. 
But, however awkward politically, American 
views deserve treatment as disinterested ad- 
vice. There can be few small Italian busi- 
ness men who do not hope that it will be 
taken. 


The Attlee of the Amazon 


The final results of the Brazilian elec- 
tions are not yet fully tabulated, but the 
Presidency is already being conceded to Dr 
Vargas, with over 50 per cent of the votes so 
far counted. His closest rival, Brigadier 
Gomez, has to date received less than 30 per 
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cent, and the balance is held by Dr Machado, 
the candidate of the outgoing government. 

Until he was ousted by the Army.in 1945, 

Vargas had held the Presidency of Brazil for 
fifteen unbroken years, in the last eight of 
which he had dispensed with democratic elec- 
tions. It is difficult to translate his 
current victory into conventional European 
terms. The bulk of his supporters are well 
to the left of centre, yet he does not speak 
for either the Brazilian Socialist or Comm- 
nist parties. The roots of Vargas’s success 
probably lay in the insipidity of the out- 
going Dutra regime, the discontent among all 
classes with the rising cost of living and 
his promises to extend social benefits to the 
backward rural population. His own colour- 
ful personality and vigorously conducted cam- 
paign were also potent factors. 
: In a recent statement to the press, 
Vargas indicated that his new government 
would follow Socialist models of Britain and 
Sweden; it would be a government, in his own 
words, of ‘evolution, not revolution’. In 
practice this is likely to mean greater ex- 
penditure on the social services, increased 
government investment, possibly some attack 
on the fantastic profits of the coffee pro- 
ducers, and - if he is to keep to his models 
- eventual devaluation. Vargas has no doubt 
benefitted at the elections from at least the 
passive support of some sections of the 
business community. They are likely to be 
the first to regret the consequences of 
‘evolution’. 

Throughout the elections all the candi- 
dates consistently ignored the subject of 
foreign policy. Since the outcome has been 
clear, however, Dr Vargas has affirmed his 
enthusiastic support of the ‘Good Neighbour’ 
policy pursued by President Truman and ex- 
pressed a desire for closer ties with the 
Latin American countries. These rali- 
sations do not throw much light on future 
of Brazil’s commercial relations with’ the 
outside world, particularly Britain. 


Exercise Emperor 


The nine-day air exercise ‘Emperor’ 
which finished last Sunday was not designed 
primarily to test the present air defences of 
Geat Britain, but to study new methods of 
defence and attack. It will be some months 
before the final analysis of the results is 
available, but it has been agreed, by those 
who took part, that the exercise has shown 
that current developments in the technique of 
both defence and attack have been shown to be 
on the right lines. _ Since the exercise was 
spread over a number of days, the weight and 
eens of the attack could by no means 

eee os cepuceess or = gg ae 
@m ac ‘high level bombing offensive t 
the way. in’ which the fighters were able to 


locate and make contact with their. Bi 
which necessitates the ability. roger 


noe as lof feahi 
erations has, Sean seuatel tank seablates 


height of 40,000 feet within a few minutes of 





THE ECONOMIST, October 21, 1959 


of control,. since aircraft moves from sector 
to sector in a matter of minutes. The pro- 
blem is to create control sectors sufficient. 
ly large to ensure unified control without 
overburdening the operations staffs. 
Anglo-American argument 
over the relative virtues of day or night 

there is. still no sign of compromise. 
Each party to the argument has developed its 
ow technique to.a point where it seems pos- 
sible only to agree to differ. Exercise 
‘Emperor’ has however illustrated how impor- 
tant inter-allied cooperation on the ground 
has become, since the defences of Britain are 
now virtually dependent on the cross channel 
and Western European radar network. En- 
couraging as the results of the exercise have 
been, they should create no illusion about 
the enormous expansion in guns and aircraft 
which is necessary to ensure even the barest 
margin of safety from air attack. 


Planning for Planners 


The Report of the Committee on the Qual- 
‘fications of Planners (Cmd 8059; HMSO 2s6d) 
raises wider questions than its title im- 
plies. To discuss constructively the qual- 
ifications of planners one must consider the 
nature of planning itself; and while a nar- 
row interpretation of that term - e.g. the 
architects’ focus on aesthetically satisfac- 
tory physical design - makes the assessment 
of necessary qualifications comparatively 
santighatenmants the Committee has wisely re- 
jected it. Planning the use of land is oly 
one aspect of planning in general. Yet no 
other aspect so directly, intimately and per- 
manently affects the daily lives of ordinary 
people. Planning decisions are civic de- 
cisions; the expert can indicate possibili- 
ties and impossibilities, he can synthesise, 
reconcile, implement and administer, but as 
servant, not as master. 38 

» The powers of the planning authorities 
have only too obviously outrun what the 
report calls ‘the. limits of the plannable 
and the supply.of persons qualified to use 
them. . The ‘limits of. the plennable’ will 
presumably be disc by trial and error; 


t will the qualifications. be. the right 
ones? . It.is.for a. of functions, not 


a single ession, thet students must be 
fitted; — muat be those qualified to 63- 
ther and i facts - economists, stat- 
isticiens, sociologists; there must be tech- 
nicians.- architects, surveyors, engineers: 
there must be administrators and lawyers; 

at: the head ofeach local team an absolutely 
first rate i ry essing tha 
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than on the one hand the accumulation of 
Utopien blueprints and on the other the ex- 
ercise, by arrogant and half-baked ’ rts’, 


of a vocation for pushing round and slapping 
dom the ordinary citizen. 


Votes for Yes-Men 


The elections held !as* Sunday in east- 
ern Germany appear to have been the most 
crooked that countries beyond the iron cut- 
tain have yet seen. The pressure put upon 
voters was carried to almost farcical lengths 
they were warng in and again that those 
who failed to record their votes would be re- 
garded as enemies of peace, prosperity and 
German mity: To none assurance doubly sure 
no officia ing of casting a negative vote 
were provided, and it ee difficult either to 
abstain or to ee @ voting paper. It is, 
therefore, hardly s ing that the Conmmn 


+ 


ists can announce triumpha tl a 90 per cent 
poll in favour of the official lists of can- 
didates. Since e lists were thoroughly 





sifted beforehand, east German rnment 
can count on a set of cqmpletely subservient 
yesemen throughout the state, Land, county 


and municipal its. 

It is, in fact, thes tse purges which, in 
Communist eyes, differentiate these elections 
from the ‘obsolete form of democracy’ practi- 
sed in the West and turn them from a ‘blood- 
leon, Pena of democracy into the ‘living 
reality’. 

Where the Communist republic will go 
from here is not yet clear. Nothing has 
been said of any immediate reward from the 
Russians - such as a peace treaty or member- 
ship of the Cominform - for this demonstra- 
tion of solidarity with the Soviet Union. 

haps the east Germans must first achieve 
little more success in their efforts to 
draw the west Germans into their camp. At 
any rate it looks as if a new campaign will 
be run side by side with the shock tactics 
advocated by National Front a few months 
ag0. According to Grotewohl, the east 
: will work he ie fulfil and overful- 
fil their five-ye lan; their economic 
successes will reverberate more and more 
strongly in the west until finally they will 
Cause a politica! , st ide: » in which the 
recites tled into sharing 


P ertee ask, 


fussian Grain on Offer? 


Mr Myrdal’ s endeavours to expand east- 
for Eu age the ee other 
ial) trope at Geneva have at last been part- 
y wath the news that the Soviet 
conference on. od a ecegagg a grain 

.on November . 1s means 
oo ie sides (with the Soviet representat- 
once te sole spokesman for the 
cam: they sit down at the same table to dis- 
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aereelty in disposing of their grain; 
hortage of west European currencies; a tac- 
tical move to embarrass the west. Local re- 
ports tend to eliminate the first. The 
Jugoslav drought has apparently spread east 
and north affecting the green fodder and 
maize crops of Hungary, Rumania, and the 
Ukraine. Judging from past experience and 
present omens, any Soviet surplus that is not 
needed to make good this shortfall will more 
probably be negotiated bilaterally and pri- 
vately with the British then multilateraly 
and’ publicly through ECE. is suggests 
that if the Russians deal at all, it will be 
in wheat. At best they can have only a mod- 
est wheat surplus; the Ukraine harvest is 
reported as over a million tons larger than 
last year but some will be needed to make up 
bad harvests elsewhere. 

Nor does it look as if the Russians need 
to supplement their existing sources of for- 
eign exchange. They have been buying ster- 
ling area raw materials at a steady but not 
voracious rate, while their sterling receipts 
have been high. The British have taken 
their maximum option under this year’s timber 
contract and would almost certainly be pre- 
pared to renew the coarse grain contract at 
not much below last year’s volume and above 
last year’s price. 

If the Pussians have little scope for 
real negotiation, they will have plenty for 
some effective wire-crossing. They have 
made their gesture at a time when the west is 
under renewed pressure to curtail its trade 
with the east. If they come to the table 


determined to extract concessions, they may 
force the west - even though it needs non- 
dollar cereals - to appear sulky anti obstruc- 
tive, or to reveal the internal stresses 
which this issue is inevitably creating. 





























Soft and Hard Water 


Extremely soft water is not pleasant 
to drink, and water is only agreeable 
when it is to some extent hard. Nowhere 
is water found pure in a state of nature, 
except rain water; and if men and ani- 
mals had been destined to drink rain 
water, their mouths would have been buck- 
ets to catch it as it falls.. It is giv- 
ing ourselves needless trouble to make 
all water soft and pure, like distilled 
water; and the companies which followed 
Dr Clarke’s plan would be more likely to 
delight washerwomen than water-drinkers. 
But the ingredients in the water which 
make it hard and palatable, also prevent 
it from corroding lead, and conveying 4 
stream of poison into every house. Pure 
soft water.. flowing through leaden pipes, 
poisoned the family of the late King of 
the French at Claremont. 


Che Economist 


October 19, 1850 
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Campaign in Connecticut 


(From a Correspondent in Connecticut) 


The familiar electoral rhythm is given 
variety from time to time by political acci- 
dents or colourful personalities, or, as in 
Connecticut this year, by both. It is axio- 
matic that the Presidential year is the most 
Signasicant, but 1950 in Connecticut shows 
signs of being anything but an off-year. Of 
the thirty-six Senate races which will deter- 
mine control of the upper house, two will be 
run in this State. For Republicans, eager 
to upset the Democratic apple-cart, and for 
Democrats determined to hold their slight 
Senate majority or increase it, the Connecti- 
cut campaign is of intense importance. 

‘Moreover, the Governorship is also at 
stake; Mr Chester Bowles, Mr Roosevelt’s 
energetic price administrator, is seeking re- 
election. And the two Democrats defending 
their Senate seats are national figures as 


. well: Senator Benton, Governor Bowles’s for- 


mer advertising partner and once in charge of 
information activities at the State Depart- 
ment; and Senator McMahon, the chairman of 
the Joint Congressional Committee on Atomic 
Energy, who has fought a long battle to pre- 
serve civilian control over the atom. 

To this is added campaign colour of a 
type rare in New England. The west has its 
film stars and its singing cowboys who run 
for public office, but this is the first time 
the northeast has seen a Senator campaign by 
helicopter and distribute comic books, a 
candidate for ‘the Governorship whose handsome 
blonde wife solicits votes by dancing the 
tarantella. Such differences in technique 
are possible because Connecticut, though in- 
fluenced by the nearness of cosmopolitan New 
York, has a population that is about half of 
foreign origin or foreign parentage (Italian, 
Polish, Hungarian); there is another cleav- 
age between the rural north and the indus- 
trial valleys and coast towns of the south. 
The native Americans are counted as indomita- 
bly conservative, but this legend is belied 
by the large i t vote. 

Before the New Deal, Connecticut ranked 
as a Republican State, and the Republicans 
have not given up their hope of winning it 
back from the Democrats who, in recent years, 
have overlaid the hard core of Republican of- 
ficials still running state affairs from mi- 
nor posts. Mr Roosevelt carried it in all 
his campaigns. Mr Truman lost it in 1948, 
but Mr Bowles scraped into the Governorship 
by 2,250 votes out of some 900,000. The 
thinness of that majority feeds Republican 

this time. i; Tee 

These ere pinned to their candidate for 
Governor, a man who struggles hard for popu- 
larity with foreign-born factory workers. Mr 


known in Connecticut, and to remedy this he 
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AMERICAN SURVEY 


John Davis Lodge, brother of the Senator from 


‘Massachusetts and grandson of Senator Henry 


Cabot Lodge, and thus impeccable as to Boston 
ancestry, is also a pers le young man with 
a theatrical flair, a fine broadcasting voice 
and a good voting record on foreign affairs 
during his two terms in Congress. A lawyer 
by profession, he speaks reasonably good Ita- 
lian, a political asset in Connecticut which 
he reinforced by marrying an actress of Ita- 
lian extraction. 

e Democratic Governor whose seat Mr 
Lodge seeks is still a devoted and determined 
New Dealer. Elected by a narrow margin in 
1948, he started at once to reform the States 
archaic government, a plan that has been ac- 
cepted only in part and has made him enemies 
as well as friends. It was Mr Bowles’s un- 
conventional ways which brought about this 
year’s double Senatorial fight. In 1949, 
when the Democratic majority in the Senate 
was even lower than it is now, he persuaded 
the Republican Senator from Connecticut to 
accept an important state judgeship. This 
left him free to appoint a rat until the 
next regular election - a manoeuvre more pop- 
ular in Washington than in Connecticut, where 
both parties regarded it as heresy. His 
choice was Mr William Benton, former Assis- 
tant Secretary of State, trustee of the Uni- 
versity of Chicago, delegate to Unesco, 
chairman of the board of the ‘Encyclopaedia 
Britannica’, and his former partner - but an 
independent, not a registered Democrat. 

t is this which gives voters in Connec- 
ticut the extraordinary chance to return not 
one, but two Senators. The other Democratic 
incumbent. is Senator Brien McMahon, a more 
traditional political figure. They are opp- 
osed by old-line Republicans who are expected 
to ‘balance the ticket’ by pleasing the con- 
servatives, but who have excited little inter- 
est among independents whose favour may be 
decisive. There is always the chance, how- 
ever, that Mr Lodge might set a Republican 
tide flowing. 

This danger has prompted Senator Benton 
to apply all his knowledge of publicity and 
communications to his own campaign. 18 
weakness, he feels, is that he is not well 


= 
5 


has made recordings for radio stations, 
motion picture films for street show1ngs, 
meetings, and television, and a series of 
cartoons for the ‘comic’ sections of newspap- 
ers. He also descends from the skies for 
personal appearances in the helicopter which 
covers more ground then an automobile and can 
land on a smaller space than an aeroplane. 
» ‘The outcome.is,. — ve metawte eae | 
guess. Voting in an off-year 15 tree) | 
ally light: and-hence favours the Republicans, 
but 1950 im-Connecticut lacks only « Presi: 
ential race to’make it the most. exciting po’~ 
itical year in the State's history. 
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Without ever a sulk in a lifetime. 
With Aga (the treasure!) 
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A man capable of taking the English fleet 
into action, or cornering the wheat market 
in Chicago, or being a policeman in Cairo, 
would be reduced to a plaintive mass of 
self-pity by a day spent in a pair of shoes 
one of which had a rubbing heel. 
It is one of the blessings of Lotus shoes that 
they make friends with a man at once. 


LOTUS SHOES 


FOR ALL MEN AND MOST OCCASIONS 
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American Notes 


“fhe President Goes to MacArthur 









- It is easy to explain President Truman’s 
_isit to the ae cepa i By we of 
' domestic politics, as isgrunt ss 
Pitees el . - The trip scotches their 
. that the Administration never consults 
"General MacArthur, the practical expert on 
' the Pacific; it gives the Democrats at least 
i of the laurels of the Korean vic- 
tory; and it reminds the voters of Mr Tru- 
_gn’s chief political asset, the generosity 
‘md leck of ceremony which made him go more 
the halfway to meet one of his subordinates. 
‘The Democrats certainly have reason to be 
‘thankful that the enn, Ga the initial phase 
of the Korean outbreak made it necessary, 
_ just three weeks before the election, for the 
Biomnter-in-Chief to meet the UN Conmand- 
- erein-Chief. 


: But the necessity erose from the obli- 

gations of international statesmenship, not 
of domestic politics. With the inmediate 
emergency over, oe United re anes no 
longer postpone i its mind on a long- 
| sStep for the Far t. Such a policy 
vill, it is presumed, be outlined by the Pre- 
sident in the speech he is making at San- 
Francisco while Economist is in the’ press. 
le Truman went to Wake Island not to consult 
General MacArthur on the basic principles of 
this policy, but to meke sure he understood 
them. That in the past he has not has been 
epparent from the divergences of opinion be- 
unt ans and Tokyo on the question of 
ormosa. 

The joint communique issued at the end 
of the surprisingly brief talk did not men- 
tion Formosa and the fact that complete unan- 
imty of view is said to have prevailed makes 
it doubtful whether both sides had an oppor- 
tunity of presenting their view on this 
question. This is only one of the important 
(missions in a communique which keeps strict- 
ly to such matters as Korea and Japan, on 
which General MacArthur has a right to give 
er, — ae made Ay under- 

= nat aponsibility for foreign 
policy of the United States is. the Preet- 
® in fect as well as in theory, then the 
fresh start in the Pacific will at least have 
get off on the right foot 


Topay-Turvy Cotton 


The agricultural. situation has been tur- 
wed Upside down in the last few months and 
mete 48 more topsy-turvy than cotton. 
Eee oe esome of al lus crops is 
ind shipments abroad of this 

all agricultural exports 


repre- 
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weevils are all partly responsible for this 
price rise, but Congress itself bears as much 
if not more of the responsibility for the 
potential scarcity of cotton. Last year it 
reimposed controls on the amounts of cotton 
that might be planted and marketed, in order 
tq reduce the expense of price supports. 

The latest estimate is for a crop of 
9,870,000 bales this year and a carry-over of 
6,500,000 bales, both less than the planners 
planned - and they did not plan for the new 
defence programme.. This total is just about 
enough for domestic needs as estimated, or 
overestimated, by the textile industry, and 
exports are therefore to be limited for the 
present to an annual rate of 3 million bales, 
half last year’s rate. Farmers are bei 
told to aim once more in 195] at the 16 mil- 
lion bales which seemed so excessive a year 
ago. But they may not take kindly to the 
idea of reversing themselves again, now that 
they have at last begun to learn the lesson 
of diversified agriculture, especially if a 
manpower shortage makes it hard to find the 
labour needed in the cotton field. 


Deflating Housing 


The housing boom that credit built is to 
be deflated by giving the credit tap another, 
sharper, turn. The needs of the defence pro- 
gramme for men and materials, and the fear 
that they will drive up prices further, have 
brought the Administration round to the posi- 
tion of critics who have declared for years 
that easy credit for housing is the fountain- 
head of inflation. Regulation X, issued last 
week by the Federal Reserve Board, marks the 
spot; it requires private,as well as govern- 
ment, lenders to stiffen their terms, some- 
thing that could not be done before the pass- 
age of the Defence Production Act. 

The government agencies, whose guaran- 
tees finance about half the new housing, were 
ordéred last July to be less liberal; now, 
even higher down-payments, rising to 50 per 
cent, and repayment, in most cases, in 20ra- 
ther than 25 years, must be demanded by all 
lenders. The only exception is privatecred- 
it extended on existing houses. Interest 
rates are not affected, and veterans retain 
their advantage over other home-seekers, but 
even they must put substantial amounts down 
in cash for all but the cheapest houses. 

The aim is to reduce the production of 
new houses in 1951 from the present rate of 
1.3 million a year to 800,000 or 850, 000 and 
to release some of the 2.6 million men in the 
trade, as well as some of the copper, steel, 
and aluminium the snow-balling boom has con- 
sumed. : 
The building industry is convinced that 
the curbs will prove severer than intended, 
and that ruin threatens for itself, if not 
for the whole economy. But the housing boom 
might, in any case, have reached its peak. 
And if armament orders fail to take up the 
slack, or building sags too far, the Adminis- 
tration, which has always regarded housing as 
the essential driving-force behind an expand - 
ing economy, can reverse gears once again. 
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THE BUSINESS WORLD 





Markets for Motors 


The difficulty that the average British 
citizen meets in trying to buy himself a car 
has not blunted his interest in the Motor 
Show; for these ten days the motor industry 
enjoys as much public attention as ever falls 
to any industry. The moment is appropriate 
to take stock of the industry's performance 
in the postwar period - the more so because 
other considerations may well make the autum 
of 1950 the end of one phase in its existence 
and the opening of another. The easing of 
extreme dollar shortage as the single domin- 
ant factor in national economic affairs may 
well permit the industry to form its trading 
policy on more normal commercial considera- 
tions. Many schemes of reorganisation or 
expansion, held up for so long, are now under 
way and may soon take effect, giving the man- 
ufacturers for the.first. time in twelve years 
some freedom of manoeuvre within their own 
workshops. At the same time, the demands 
that rearmament is bound. to. make on. materials 
and components must, before long, set a limit 
to the expansion of the .industry’s volume. of 
civil production, which may, indeed, be able 
to go little further than it has gone already. 

On no industry has the export drive im- 

more severe demands, but these demands 
have. for the most: part been met, and more 
than met. To require an industry tradition- 
ally based on a protected home. market to send 
three-quarters of its most important group of 
products abroad imposes a severe strain; yet 
this: has been done with comparative ease, and 
as conditions now appear it may very well 
continue. for longer than even the auth- 
ors of the policy can have envisaged. In 
1947, out of a total production of less than 
287,000 passenger cars, the industry rted 
143,000... In the. first.eight months “of 1950 
passenger car, production was 337,000, and 
270,000 were. exported. seems to be no 
reason to suppose that saturation has been 
reached in export markets; the exporters’ 
aren is ive ° wereed.s limited volume 
of. product to the best advantage among mar- 
kets that cannot he fully satiofied, ere 

It.is true that a closer examination of 
the export performance reveals some flaws in 
the picture - on the assumption, at least, 


task which was set the motor indus- 
try was altogether the right task. The in- 
dusty still sells preponderantly to the 


amonwealth, with a of Europ- 
hind. most of i : 


ts members 


t about their ability to sell to 












"ing power ‘should be*met wi 
tures. © The problem becomes different; 


expensive, if sporadic, selling campaigns in 
the United States, and they have produced 
only small results; in the first eight 
months of this year the United States took 
less than 10,000 British cars, and this with 
the American economy in a condition of boo. 
What proportion even of these sales would be 
held in an American recession, when they 
would really be needed? Apart from two or 
three types of sports car, it is unlikely 
that any British car can claim to have estab- 
lished itself in the market. 

This is not to say that the motor indus- 
try cannot be a direct earner of dollars. 
Car exports to Canada in the first half of 


this year amounted to 39,000, compared with Fre 
12,000 in the first half of 1949; and the hon 
rate of export to Canada has increased fur- BL 


ther in July and August.» Canada is now the Pa 
lafgest market after Australia; but Austral- vi 
ia, Which took some’70,000 passenger cars and 
chassis in the first half of the year, has 
become’ the dominant export customer, and the earn 
present wave of inflation in Australia seems 

likely to raise the question whether the me 
British motor industry is physically able 
fully to meet its ‘ 

Now that the balance’ of foreign payments 
has moved,’ if only temporarily, in favour of 
the sterling area it may not be necessary to 
regard this as an unhealthy state of things. 
When the overseas members of the Commonvealth 
were running a dollar deficit it was necess- 
ary to question ‘astate of affairs in which 
British manufacturing output was being pre- 
empted to an ‘overwhelming extent by the soft- 
currency markets.’ But when those countries 
are ‘prospering in world’trade and are good 
‘dollar earners; ‘itis reasonable and in no 
way disastrous that their: Sipeniding purchas- 

th: British manufec- 

















as it confronts the motor manufacturers et 
the moment, it is to organise their pro- 
duction and sales economically for the best 
result. Any answer to this question ae 
to emerge at the moment can be expecte 

exclude sopely sauketing ettorcs and elabor- 
ate sales promotion in the United , States for 
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Whenever Export figures are quoted there comes the accustomed et 
reference to ‘ expert British Craftsmanship’. But .. . have 
Jou ever stopped to ask yourself . . . 






Qt y= 
ERO” 


“Who are Britains Craftsmen?” 






Herbert Martin. Many years ago he learned the 
crf of filing © frame with tage hooks Yor foisting fa 
woollens. This age-old process was one of the factors ‘hat made 


British cloth pre-eminent throughout the world. ..c.d that is 
today helping raise woollen exports to new records. * 


But does craftsmanship mean only handcraftsmanship? Consider, 
for instance, the manufacture of the cloth from the spun wool. 
The care and skill necessary in =e dyeing and finishing to 
established standards of quality . . . and to modern d demands of 

output. Craftsmanship gives the answer though it may be difficult 

to single out one man or one part of the process. For must there 

not be craftsmanship at every stage if the do ished article is to be a 
masterpiece? Monsanto think so and they follow this rule in making 
chemicals for a long list of British industries. In the spinning, weaving, 

4 dyeing and finishing of fine textiles Monsanto chemicals play a vital and 


increasing part. 
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© Illustration: Courtesy of Mr. H. Martin and Messrs. Hunt @ Winterbotham Lid. Cam, Glos. 






Monsanto make over 200 chemicals for use in industry. Of 
widely varying application, they all conform to the highest nm 
standards of craftsmanship in chemical manufacture. 











MONSANTO CHEMICALS LIMITED 
8 Waterloo Place, London, S.W.I! 
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FORD again 


makes History 
| WITH ‘FIVE-STAR’ MOTORING! 


From Ford of Dagenham, sponsors of so many developments which have been to the benefit of the 
motoring public at large, now comes the newest and most significant development of all. With the 
introduction ‘of their two great new cars, the ‘Zephyr-Six’ and the ‘Consul’ Ford have brought to- 
gether all the most desirable features of modern motoring — creating a new ‘Five-Star’ class among car. 











i 

i Here is the definition of a ‘Five-Star’ Car :— A ‘Five-Star’ Car is a combination of all those features of 
Li design, performance and service which afford the maximum pleasure and satisfaction to its users at the 
ip most economical cost.” 
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who would not change their choice if they 
suddenly found themselves free to buy an 
American car instead. This ought to be the 
spur to technical improvement, to changes in 
design, and to the pursuit of economy and ef- 
ficiency in production. It is not a condi- 

s in car design and improvements 
in factory methods have alike been slow in 
the five postwar years. constant pres- 
sure of demand has inhibited manufacturers 
from allowing their output to fall off while 
production lines were retooled. Shortages 
of steel sheet have caused plant to be only 
partially employed, and at the same time the 
difficulty of new building and re-equipment 
has obstructed ion and change. It my 
in some ways be disheartening for the manu- 
facturers to find that, when these obstacles 
are on the point of being overcome, a rearma- 
ment programme should threaten to set unex- 
pected limits on the supplies of steel sheet 
and components which they had expected to 
flow so freely in 1951. But the industry 
has still to make itself fully competitive in 
markets that may soon be less strongly fenced 
with hoa sr te ee ir answer 
must be to grasp the opportunity for techni- 
cal change that has been too long delayed. 


Business Notes 


New Issues a the Funds 


There seems to be no shaking the 
strength of the gilt-edged market. One 
would rdly s e that rearmament and in- 
flation existed, or that a single economist 
had ever breathed the recipe of higher inter- 
est rates in the last month or two. Spill- 
ing over from its immediate port of arrival, 
foreign money has spread its influence beyond 
the money market into the ‘shorts’ and thence 
to the ‘longs’. It is pleasant to see old 
market influences at work after an absence of 
many years, but it may be questioned whether 
the influx of m overseas could work 
such an effect on long-dated gilt-edged with- 
a assistance by other factors. There has 
i no lack of pitutional support during 

* past month, and more recently the opport- 
unist camp-followers of the big battalions 
seem to have joined in. A month has seen 
rises of up to a point in the ‘shorts’ and of 
L ts in War Loan and the ‘longs’. 

1s y to be conceived that the latter 


ie regarded as a specially attractive haven 


Sie eee ng 
nit mt than they ere bi, cecil 
peptred va take Me Gaitakell at hin words 
the nev issue market Tenefas in an active 


fact is'es righ class 
« handful of ¢ ion and colonial stocks 
eas together ‘absorbed £46 million of new 


money since the end of August, and calls am- 
ounting to £27 million are outstanding. “To 


extract £75 million or so of new money from | 


the market in such a short time mst have 
left the institutions fairly fully invested, 
for they have not been idle in other direct- 
ions. The latest in this impressive series 
of issues is the offer of £20 million of 4 
per cent unsecured loan stock to preference 
and ordinary shareholders of Imperial Tobacco. 
A large issue by ‘Imps’ has been on the tapis 
for a long time - ever since the company was 
forced into a disproportionate expansion of 
its short-term debt. Some 220 million of 
these obligations has been given a static 
form as redeemable Notes, while a year ago 
the group had £27 million outstanding in bank 
loans and acceptance credits. 

_ , Direct comparison with recent issues of 
similar standing is not easy. The highly 
successful Unilever issue was of different 
type and carries 3% per cent. But since 
that stock was issued at 98% and is now at 1% 

remlum, it is not likely that much of the 

Imps’ stock, with a 4 per cent rate and is- 
sued at 99 will go begging. Its calls are 
well spaced, and its maximum life is in fact 
five years shorter than the Unilever stock 
(1960-70 compared with 1955-75). Twenty 
million pounds is a large sum to seek even 
from stockholders as numerous and as influen- 
tial as those of Imperial Tobacco; but it 
would be very surprising if many of them 
passed such an attractive offer by. 


Free Market in Canadian Dollars 


Since Monday this week the London for- 
eign exchange market has been dealing freely 
in Canadian dollars. During the first fort- 
night of floating rates in Montreal and New 
York, the London market had dealt in Canadian 
dollars at rates fixed daily by the Bank of 
England on the basis of the previous night’s 
close in Canada. In fixing these rates Lon- 
don had not always anticipated with great 
accuracy what Montreal and New York would be 
deciding a few hours later, and some losses 
were incurred. It was therefore decided to 
allow dealings in Canadian dollars through 
authorised banks, acting as principals. 
new market has been organised around three 
firms of foreign exchange brokers, the sole 
survivors of the galaxy of talent that flour- 
ished before September 1939, when the control 
took over. The authorised banks are called 
upon to notify their positions monthly to the 
Bank of England and a careful check will no 
doubt be kept in this way on any undesirably 
large positions that they may carry. The 
authorities hope that the authorised banks 
will maintain fairly even books and that they 
will cover in Canada positions that emerge 
from London dealings. The authorised banks 
will also have recourse to the Bank of Eng- 
land for evening up their books. 

The early stages of this return to a 
free market in Canadian dollars have revealed 
a welcome survival of the old expertise. A 
narrow range of rates has been quoted, the 
normal turn between buying and selling being 
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one half-cent; the spread of $2.95 - $2.97, 
which the Bank of England had maintained 
throughout the poveeeaas week, was narrowed 
to a quotation of $2.95% - $2.96 by the end 
of the first free dealings. By this decis- 
ion to restore a free market in Canadian dol- 
lars the London market is retaining business 
which it undoubtedly would have lost to Mon- 
treal and New York if it had persisted in 
limping along behind the rates set in these 
other centres. Its resumption is another 

illustration of the manner in which freedom 
can be reconciled with controls. 


Australia Shirks the Issue 


The Australian Government has decided to 
prod the menace of inflation on a number of 
widely scattered fronts instead of launching 
a large scale offensive. Mr Fadden’s budget 
last week included proposals for the prepay- 
ment by wool growers of £103 million of in- 
come tax, (a sum representing one-fifth of 
their current income), for increased sales 
taxes on luxury goods and for higher tal 
charges. His t speech also f - 
ed the re-imposition of controls over capital 
issues and scarce basic materials, a 20 per 
cent cut in the public works programme, a 
tighter credit policy by the Commonwealth and 
the commercial s, and some sort of excess 
profits tax (the details of which have yet to 
be worked out). Each of these weapons is 
apparently to be used as far as political 
susceptibilities allow. Unfortunately, in 
present conditions, and with the possibility 
of an election, they cannot be pushed very 
far. The Budget provides, for instance, for 
a surplus of only 2400,000 over total expen- 
diture (including some capital items) of 
£738.3 million. receipts expected from 
the new taxes will be offset by higher def- 
ence. expenditure and by concessions to those 
directly threatened by rising inflation, such 
as pensioners and consumers of wool products. 

Meanwhile the opposition of the Country 
Party has apparently put the revaluation of 
the Australian pound out of court, at least 
for the time being, and opposition by Aust - 
ralian industry Aporticeleely the high cost 
sector of it) will presumably prevent any 
action being taken to implement the common 
sense suggestion of Mr Colin Clark. that ‘at 
least three hundred thousand employees in the 
manufacturing industries aust be guided into 
useful work’. The chances of so, guiding 
them might have been higher but for the rec- 
ent ruling of the Arbitration Court that the 
basic wage for all workers should be raised 
by £1 a week. . oe 


Scramble for Rubber 


_ On Monday rubber ‘reached its highest 
price in the London market since°1912; it 
was ool ling a a a a 1b, oe _ TA. 
an a wee a penny a 
reached in 1925. . This rn dah 


ance has been’ due to the shortage “of ‘spot 
rough t 





supplies. In the first six months 
the American stockpiling authorities 
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80,000. tons of rubber for delivery in the 


second half of the year. Since June they 
have been attempting to buy more rubber for 
current delivery. 
Other countries are also scrambling for 
rubber. China bought only 250 tons from 
Malaya and 4,900 tons from Hongkong from Jan- 
uary to June; its 8 in the following 
three months were 9,334 tons from Malaya and 
over 12,000 tons from Hongkong. Russia 
bought. 28,000 tans from Malaya in the third 
quarter of this year against 35,800 tons in 
the. first half of the year. Japan, too, has 
been buying more heavily since June, taking 
18,500 tons from Malaya in the third quarter 
against 916 tons in the previous six months. 
ary a been mnt Pane TP the rubber mar- 
t, but t of its was apparent] 
for Saami to the United States. Even 
Argentina has more than doubled its purchases 
in the third quarter of the year compared 
with the first f of the year. 
Individually, these purchases may not 
seem very large - not, at least, in compari- 
son with those of the United States. But 
since American ing has been aggressive 
the increased by these ioller coun- 
tries has produced the biggest squeeze the 
rubber market has ever know. 


Is the Wool Schene Wise? © 


The international study group’s discuss- 
ions.on wool have ended without provoking 
excitement. American suggestions for a 
scheme to allocate woo] among consumers were 
mot tabled, Nor. was the study group offic- 
ially apprised of an impending wool shortage. 
It estimates that. the world’s wool consump- 
tion this year will exactly equal the supp- 
lies ing forward, and if next year supp- 
lies fall z 10 per. cent it is thought that 
consumption will fall correspondingly owing 
to high prices. The Commonwealth wool 
was endorsed by the full study group 
without emendment. . Since the Joint Organis- 


tually the Joint Organisation scheme reenac- 
ted, and it will be run by the same staff. 
three wool-growing. dominions want to 
finance the. scheme (it may need about £70 
million of finance) in part at any rate by 
@ levy on the: ers. 

- |The prospect. that wool prices will need 
no support. for a long time seems to have en- 
couraged. the ing countries to accept 4 


scheme that is consciously designed in the 
producers’ interest... But. to give the scheme 
official endorsement when it. is to be opere- 


ted. by. four. countries only (Australia, New 
to question... The provisions o inter- 
national. trade.charter.on the conduct of com- 
-modity achemes were acknowledged by « resolu- 


tion providing thet ‘when buying operations 
are expected to assume A ny in 205 propor 
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will be if buying in operations ever assume 
substantial proportions) will they be pre- 

red to modify their course because of re- 
sentations by consumers? 

The Joint Organisation’s reserve prices 
(vhich will be the basis for reserve prices 
inder the new scheme) are legs than half pre- 
sent market prices; hence the latter can 
fall a long way before the organisation has 
to buy in any wool. Yet, it is claimed, the 
new scheme will prevent wide price fluct- 
yations. Experience alone will demonstrate 
the merits of the study *s action. But 
it has created what may be a dangerous prece- 
dent by interpreting Chapter VI of the trade 
charter so as to establish a producers’ ag- 
reement that lacks full international repres- 
entation. 


pre 


Anerica Restricts Cotton Exports 


The United States has decided to con- 
serve its cotton stocks by restricting ex- 
ports this season to 3,000,000 bales; ship- 
nents on this scale would represent little 
nore than half of the previous season’s ex- 
ports and these were not large. The Ameri- 
can crop is put at only 9.9 million bales 
against 16.1 million bales in 1949-50; this 
fall is mainly oe by the acreage res- 
trictions imposed by the United States Gov- 
ernment twelve months ago. Carryover stocks 
in August amounted to 7 million bales, equiv- 
alent to 94 months’ supply. If American 
consumption this season is no larger than 
last (8.7 million bales), the export surplus 
would only be 1,200,000 bales, so that to ex- 
port 3,000,000 bales would reduce the stocks 
carried over next August to 5,200,000 bales. 
In normal circumstances this would be a more 
pe: adequate stock. As circumstances are 
ar from normal, the limitation on American 
exports might seem justified, though consum- 
ing countries, and in particular Britain, may 
Pee that a miscalculated attempt to keep 
rican cotton prices high by restricting 
output should twelve months later react so 
severely on them. 
ad Lancashire has become used to ‘making- 
5 with small supplies of American cotton. 
; St season, when there was raw cotton to 
Rei dollars were scarce. In the first 
a months of this year imports of raw cot- 
004 rosin United States amounted to only 
an lion 1b — 319 million lb in the 
Period of 1949. Stocks of American 
cate this country cannot be large, but 
therinately. the Cotton Board is able to claim 
full they will suffice to keep Lancashire 
one. at work. Substitutes for American 
we Ms not easy to find. Since the war, 
il has become one of Britain’s main 
nae : ty American growths (11/16 to1 /16 inch 
P ‘ hae ratte pave oo 
: Nigeria, ian an 
ae Ashmouni, the sbictas” staple t- 
tee me has also been used as a substi- 


of aghene is no threat of an acute shortage 
t ou herbs con “el concern is how 
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ican middling; in this task Lancashire may 
well show something of its old superiority. 
In any case American cotton is very dear; 
only ten days ago, the Raw Cotton ission 
raised its selling price for middling”/6 inch 
to 41.65d a lb. - the highest price yet re- 
corded, Twelve months ago such cotton was 
selling at 29.15 d a lb. 


Boom Days for Oil 


No vestiges remain, unless as purely 
psychological manifestations, of last year’s 
depression in the American oil trade. Aver- 
age production of crude oil and condensate 
in the United States in September is est- 
imated at 5.8 million barrels a day. This 
is nearly 19 per cent more than the average 
in September, 1949; and in the week ended 
September 16th production averaged 5,938,000 
barrels, the highest daily average ever 
recorded. The recovery of demand preceded 
the recovery of production, and in the first 
half of this year absorbed the big stocks 
that had piled up. Internal demand in the 
United States averaged 6,300,000 barrels in 
September, and this was an increase of 12 per 
cent over the level of September, 1949. 

These figures lend further point to the 
account of the continuing change in Europe’s 
sources of 011 given by Mr Vernon Smith last 
week in a paper to the Institute of Petroleum. 
The Middle East, which furnished only a quar- 
ter of the crude oil and products supplies to 
Europe in 1938, is supplying more than 65 per 
cent this year and is expected to supply 
nearly four-fifths in 1953. This is not 
necessarily trade lost to the American com- 
panies, which are expanding their Middle 
Eastern production in order to be able to 
meet the rising consumption of Europe and 
other markets in the eastern hemisphere. One 
great American project, the trans-Arabian 
pipeline, was ready for operation on October 
lst and is now carrying oil to Sidon from the 
Saudi Arabian fields on the Persian Galf. 
Its full capacity of 15 million tons a year 
will be reached next year. 

As Mr Vernon Smith recalled, it was an 
American principle, contained in the Economic 
Co-operation Act, that laid it down that ECA 
should procure oil for Europe as far as poss~- 
ible from sources outside the United States. 
Now that the recession is over and forgotten, 
the expansion of supplies is, once again, 
demonstrably more important than the protect- 
ion of markets. Perhaps the reserved atti- 
tude of ECA to British oil development can 
now be reconsidered. The prohibition on ECA 
financing of British refinery projects on the 
Continent seems to have become out of date, 
but in principle at least it is still in 
force. 


Trade Trends 


In August, for the first time in thir- 
teen years, the value of imports into the 
United States exceeded the value of American 
exports. A single month’s figures may not 
be a very safe foundation for discussion, but 
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in the light of: recent pressure on the dollar, 
the August trade results are something more 
than a statistical curiosity. American im- 
ports during the month reached a record of 
$819.4 million, while exports were only 
$760.7 million. The value of imports was 
50 per cent above the monthly average for 
1949 and 29 per cent above the average for 
the first six months of this year. The in- 
crease arose mainly from larger imports of 
coffee and sugar, but heavier shipments of 
rubber, vegetable oils and metals were also 
cleared. 

Britain’s trade balance also continues 
to move in the right direction. — In Septem- 
ber the excess of imports (c.i.f.) over 
exports and re-exports (f.o.b.) was £13.5 
million, the lowest figure since July, 1946. 
The cumulative surplus of imports for the 
first nine months of the year amounts to 
£284.7 million against £328.5 million in the 
same period of 1949. Exports in September 
fell by £18 million to £171.4 million, some 
£3 million below the average for the first 
eight months. of 1950. September trade fig- 
ures are normally higher than those for Aug- 
ust, but this year the effect of the holidays 


seems to have been delayed. Exports to the . 


United States and Canada both declined slight 
ly last month but were still above the aver- 
age so far this year. For the nine months 
to September, total British exports to North 
America were worth $US558 million, compared 
with $384 million in the first three quarters 
of 1949. Imports.into Britain last. month 
fell by £21 million to £194 million while re- 
exports rose to the exceptionally high figure 
of £9 million. 


The Freight Markets 


One effect of the demand for shipping 
for the. Korean war was to make charterers 
more receptive to shipowners’ ideas about 
freight rates and more fearful of being left 
without tonnage to move their commodities. 
In a season of the year that is usually dull, 
therefore, freight rates in most markets have 
received a boost, and this in spite of the 
falling-off in British coal exports. The 
Chamber >f Shipping index of tramp freight 
rates, which is ee! on fixtures in sterling 


only, rose from 74.3 (1948 = 100) in June to 


78.8 in July and 86.6 in August. In 1949 
the trend of freights during these months was 


almost exactly the reverse; the index. then 
fell from 86.7 


70.6 in August. 

The. advance in freight rates has not 
affected all markets equally. | Ships were 
urgently required for the North Pacific 
trades. This had the effect of relieving 
the chronic congestion of tonnage in Indian 
waters, so that higher rates were obtainable 


than for a long time past for the movement. of. 


Pacific lumber and Indian exports. But 
trans-Atlantic. routes have been dull ¢ 
regently, hers ped any enees ore Ereuepes oe 
ment. from the Plate have been so thin that 
much as 52s. 6d. has been paid for the 

coal cargoes outward, mrad with 27s. 


in June to 73.3 in July and. 
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when Plate grain cargoes were freely avail- 
able at schedule rates. 


Rising Profits 


Any doubt that a profits inflation is 
again in full swing can be set aside by the 
September quarter analysis. Some 586 con- 
panies whose reports were, issued in that per- 
iod showed a rise. in gross trading profits 
from £271.8 million to £290.0 million, while 
their total income inc extraneous items 
rose from £299,1 million to 2324.0 million. 

It is well to be clear what this means. 
It will lead - indeed, is already leading - 
to the usual attacks from the usual quarters 
on profits. But this is not an issue that 
can be determined by the simple exercises of 
Margate morals and economics. . Profits are. 
high because output is high, prices are ris- 
ing and a world-wide inflation is afoot. The 
question remains whether the broadest nation- 
al interest could afford to see profits any 
lower, and if.so by how mch. The latest 
figures show that a tiny proportion only of 
the increase in profits has gone to increase 
personal incomes - ordinary shareholders re- 
ceive. £30.4 million whereas a year ago they 
received £29.1 million... This hardly sug- 
gests that voluntary, dividend limitation has 
virtually. broken. down. the main uses 
to which the increase_in industrial profits 
has, been put are to swell depreciation (254.1 
million against £41.1 million) income tax and 
profits tax, (together £123.7 million against 
£117.9: million) and reserves. In short, wha 
the Chancellor leaves is being put to effec- 
tive. use ‘towards maintaining industry's ex- 
isti capital resources. It is indeed 
doubt fal ziven the continued rise in prices 
whagher-atl ROSE ee 08 industry are in fact 
s ing completely in doing so. 

7 Printing difficulties prevent the publi- 
cation of .our detailed analysis of profits 
for the past quarter. This will appear as 
soon as eet oe 
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Company Meetings 
BRITISH SUGAR 
CORPORATION LIMITED 


Progress In Mechanisation 


The fourteenth anauval cae nt meet meeting of 
the British Sugar Corporation, Limited, was held on 

r 25th in London, Sir Alan Saunders, 0.B.E. 
(the chairman), presiding. . 

The chairman, in course of liis speech, said 
the 1949 beet crop in weight was above average for 
the country es @ whole end was an all-time record 
in Scotland, Yorkshire and North Lincolashire. The 
total yield was 3,962,000 tans of beet, but the av- 
erage sugar content was the lowest on record, due 
peigority to the autumn rains and wild weather 
shich followed the prolonged summer drought. In 
may cases also virus yellows disease was a contri- 
butory cause. 

Considerable progress was made in the mechanis- 
ation of the beet harvest, and over 1,600 machines 
vere in operation. About 11 per cent. of the cr 
vas harvested by machine, compared with ebout 3% 
per cent. in the previous season. This achievement 

been made possible by the co-operation of man- 
ufecturers which has been stimulated by the annual 
demonstration of mechanical harvesters, organised 
jeiatly by the Corporation and the Ministry of Ag- 
riculture. * ' 

Two hundred and sixty five thousand tons of dried 
sugar beet pulp - a valuable feed for livestock - 
were manufactured and sold to farmers. 

In addition a very large quantity of leaves and 
crowns - about 3 million tons - was made available 
to growers for stockfeed, and 190,000 tons of mol- 
asses were produced. 


Reconstruction 


Daring the year capital expenditure amounted to 
£1,125,369. This sum is larger than in any year 
since the corporation’s formation and represents 


the beginning of a large-scale plen for reconstruc- 
tion end improvements eur factories. For several 
years the exis plant has been heavily overload- 


ed and the need for replacement of cbsolete plent, 
increased sugar gains and greater factory capacity 
became very urgent. Moreover, there was much that 
could be done to mechanise many of our processes, 
reduce casual labour, and improve the welfare and 
general amenities. 
lorpoesale plans for this reconstruction work 
have red and are proceeding satisfact- 
crily. In order to assist the executive in the 
planning and execution of the work of reconstruct- 
ion, a central production coordinating committee 
was set up and working parties were appointed at 
each factory, under the chairmanship of the factory 
generel manager. 
_ This of re-equipment end modernisation 
ah expenditure, mostly within 
the next four years, of between £9 million and £10 
al part of the money required 
can be found out of the corporation’s own accum!- 
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ASSOCIATED LONDON PROPERTIES 
LIMITED 


Pre-War Dividend Resumed 


The 23rd annual general meeting of Associated 
London Properties Limited was held on October 5 in 
London. Brigadier-General Wallace Wright, V.C., 
C.B., C.M.G., D.S.O., D.L., the chairman, said: 

The accounts show improved results. All our pro- 
perties are fully let and seem likely to remain so. 

Consolidated revenue increased by £14,536 during 
the year and there is a net improvement of £8,720 
despite rising costs. Of the year’s profit after 
taxation, Preference dividends take £43,175, leav- 
ing a margin of £31,800 odd. In considering the 
proposed Ordinary dividend we had regard to the 
prospects for the year to June, 1951, and the con- 
version rights of the Preference stockholders. We 
decided that we could and should revert to the pre- 
war 6%. This will leave a retained profit of 
£18,591. 

The consolidated balance-sheet shows an improve- 
ment in shareholders’ funds of some £48,000. The 
figure of £78,189 for various surpluses placed to 
capital reserve includes a surplus on the sale of 
St. Ermin’s, on a factory property purchased and 
sold during the year and on realisation of some 
Stock Exchange securities. Referring to our tem- 
porary investment in Stock Exchange securities, 
stockholders might like to know that yesterday's 
market value showed a small surplus compared with 
cost. We have no intention of holding such invest- 
ments when opportunity occurs for reinvestment in 
property. 

I repeat that the Board’s policy is to make sure 
of a profitable investment of the company’s money, 
and I think we may be confident of ultimate suc- 
cess. 

The report and accounts were adopted. 


BRITISH HOMOPHONE COMPANY 
Sir Herbert Morgan’s Speech 


The annual general meeting of The British Hom- 
ophone Company, Ltd., was held on September 29 in 
London. 

Sir Herbert FE. Morgan, K.B.E., (the chairman) 
said that the net profit for the year before pro- 
viding for taxation, showed a modest improvement, 
being £15,122 as against £13,850. The final result 
of the individual trading of the parent company, 
Homophone, was a net profit of £6,222, compared 
with £6,010, the net profit for 1949. 

Last year he had told shareholders that the pro- 
fits of the Homophone section of the business show- 
ed a certain consistency from year to year, and re- 
sults had justified him in making that statement. 
At the same time he had said that for the then cur- 
rent year they did not think the previous year’s 
rate of profit could be maintained, particularly in 
the Ebonestos Company, and unfortunately that had 
proved to be the case. The Ebonestos Company were 
moulders of plastic materials - in fact Plastic En- 
gineers. They obtained their orders from large com- 
panies principally engaged in the electrical and 
wireless trades. While their trade with those com- 
panies had fallen off, they had not lost those cus- 
tomers. 

The immediate outlook appeared to be somewhat 
brighter, particularly as trade had recently imp- 
roved in the electrical and radio industries. In 
addition, the General Post Office, with whom they 
had had a long and friendly association, were again 
placing orders for the articles with which they 
supplied them. 

He must pay a tribute to their staff for its loy- 
alty and the strenuous efforts it made under the 
direction of their managing director, Mr. Jack Les- 
ser. 

The report was adopted. 
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GENERAL ELECTRIC COMPANY, LIMITED 
Larger Production 


The annual wrest patie of The ras Elec- 
tric Co., Ltd., on Sept. 28 

Sir Harry Railing, vane aol in the course of 
his speech, said: The net profit earned last year is 
higher than that of the previous year. Apart from 
the completion of remunerative contracts taken ‘in 
the immediate post-war period, the result is mainly 
due to an increase both in production and sales of 
some 1] per cent. This increase more than counter- 
acted the smaller profit margins with which we had 
to be satisfied in many lines. 

Last year I stated that we had decided on this 
policy, in order to maintain a high production 
level. You will agree that our action has been 
justified by the results. It would, of course, 
have been impossible to continue this policy if 
production had out-paced the order level, ahd ‘re- 
sulted in abnormal stock accumulation. Balancing 
the claims for a high production -level against 
stock accumulation, and consequent lock-up of cap- 
ital, has become one of the most important tasks 
for large industrial undertakings. It has been 
made especially difficult in view of the constantly 
changing decisions taken by our own Government and 
by national ly-owned undertakings, as well as by 


other Governments who rarely appreciate the effects 


of these sudden policy changes both on their own 
and on our economy. 

It is, therefore, highly satisfactory that over 
the wide field of electrical production which we 
cover in its entirety, we have, in spite of these 
handicaps, been able to increase our total t. 

A warning note, however, must be sounded t the 
percentage increase in turnover achieved Toe a 
number of years, cannot on indefinitely. 
Neither can the reduction in percentage profit per 
wnit, either for capital or consumer goods, go much 
turther. It certainly could not continue with sta- 
tionary or declining turnover, since already pre- 
sent taxation does not leave sufficient profit mar- 
gins for the increased capital necessary per en- 
ployee for research, for modern plant, and for wor- 
king capital. None of these can be provided except 
by ploughing back profits, or by ease to 
others to invest their savings in industry, 
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The 34th. ans Lenn meeting of Ransc 
_Marles Beating Company Limited wes held on Oct, 11 
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statement: 
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